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U. S. Defense Production Act of 1950 


The Defense Production Act of 1950, recently passed 
by the U.S. Congress, grants the President broad powers 
for the allocation of resources and facilities and for the 
control of prices, wages, and credit, in order to meet the 
problems that may arise in mobilizing increased mate- 
rials and manpower for the defense program. President 
Truman signed the bill on September 8, and two days 
later issued two executive orders providing a basis for 
wage and price controls which may later become neces- 
sary. The first order requires businessmen to keep 
records of their prices and costs during the base period 
May 24-June 24, 1950 so that information will be avail- 
able to set price ceilings at fair levels. The second order 
sets up an Economic Stabilization Agency and delegates 
various powers under the Defense Production Act of 
1950. Following this delegation of authority, the Secre- 
tary of Commerce established a National Production 
Authority to administer certain priorities, allocations, 
and inventory control. The main provisions of the 
Defense Production Act are the following: 

Priority, allocation, and requisition. The President is 
authorized to require priority for any production contract 
deemed necessary to national defense, and to allocate 
necessary materials and facilities. Excessive accumula- 
tion or speculative resale of any materials that may be 
designated as scarce is prohibited. The President may, 
as a final resort, obtain equipment and supplies needed 
for the defense effort by requisition and payment of just 
compensation. 

Expansion of capacity and supply. Procurement 
agencies of the U.S. Government are, upon designation 
by the President, authorized to guarantee public or 
private financing institutions (including Federal Reserve 
Banks) against losses on loans, discounts, advances, or 
on any other commitments which may be made by 
such institutions to finance defense contracts and their 
termination. Furthermore, to expedite defense contracts 
the President may provide for direct loans or guarantees 
to private business enterprises for expansion of capacity, 


Mr. Havenga’s Statement to Fund Board of Governors 


Mr. Chairman: The International Monetary Fund was 
established to attempt to secure international coopera- 
tion in monetary affairs. It is in this spirit that my 
country joined it, and it is in this spirit that we have 
continued to give its policies our support despite the high 









development of technological processes, or the produc- 
tion of essential materials. 

Price and wage stabilization. The President may 
encourage and approve voluntary action by business, 
labor, agriculture, and consumers to prevent inflation 
and related economic disturbances. In the event such 
voluntary action is inadequate, he may establish ceilings 
on prices and wages. Whenever a price ceiling is applied 
to a particular material or service, wages must be stabil- 
ized in the industry producing such material or perform- 
ing such service. The period May 24 to June 24, 1950 
will be the base period used in determining whether 
prices and wages have risen or threaten to rise unreason- 
ably, and a variety of other factors are also specified for 
consideration. For agricultural commodities, for example, 
the parity price is a factor. Whenever ceilings shall have 
been established on a substantial portion of all retail 
prices, thus affecting materially the cost of living, all 
other prices and wages are to be subjected to stabil- 
ization. 

Control of consumer and real estate credit. The Board 
of Governors of the Federal Reserve System is authorized 
to exercise consumer credit controls, with the provision 
that the President retain the power to terminate such 
controls whenever, in his judgment, they are no longer 
essential. The President is authorized to prescribe regu- 
lation of real estate construction credit necessary to pre- 
vent excessive use of such credit. In prescribing the regu- 
lations, the President shall consider the level and trend 
of such credit; the effect of its use upon purchasing 
power; and the needs for increased defense production. 
He is further authorized to reduce authorized principal 
amounts or maximum maturities of real estate loans 
made, insured, or guaranteed by U.S. government 
agencies, or to reduce or suspend any authorized loan 
program if such action is deemed necessary in the inter- 
ests of the defense effort. 

Sources: The Journal of Commerce, New York, N.Y., 
August 31 and September 1 and 11, 1950. 





cost, especially to my country, which membership has 
entailed. I would be leaving my fellow Governors 
under a wrong impression if I did not stress certain of the 
aspects of the present policy of the Fund which bode ill 
for its objective of successful international cooperation. 
A year ago I placed certain propositions before the 
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Governors in clear and unequivocal terms. I then drew 
your attention to the fact that the Fund’s gold policy was 
creating, for gold-producing countries, the very dis- 
tortions which the Fund was created to avoid. I claimed 
that the rectification of the price of gold was a question 
of an honorable international undertaking toward the 
gold-producing countries, which made the initial sacrifice 
in the interests of the policy of international monetary 
cooperation. I claimed that the gold-producing countries 
have paid the price for such exchange stability as we 
have had—the gold producers and not the great trading 


nations which derive most of the benefit. I advanced 


the view that the time had arrived for the Executive 
Directors and the staff to report to the Board of Gov- 
ernors on the matter of a uniform change in parities. 
Finally I put forward a proposal, which I described as a 
“temporary compromise”’—a compromise not entirely 
satisfactory to us but a compromise which might tide us 
over till the time arrives when economic conjunctures 


may permit of a more sound and lasting reshuffle of inter- 
national payments arrangements. This proposal was 
referred to the Executive Board “for study of all relevant 
considerations and report to the Board of Governors.” 

You have all seen the lengthy staff report on this 
matter. You have all seen the brief report of the 
Executive Directors. And you have all seen the refer- 
ences to gold policy in the Annual Report now under 
consideration. May I now be permitted, Mr. Chairman, 
to take advantage of the presentation of the Annual 
Report to make certain comments on this matter. You 
will all have noticed that the Executive Board does not 
attempt to deny that there is an implication of honor 
in the Articles of Agreement. It simply passes the 
matter by. It can hardly be that the Board regards 
an implication of honor as falling outside the category 
of “relevant considerations.” I leave my fellow Gov- 
ernors the task of deciding for themselves what this 
significant omission does mean. Nor does the Board 
attempt to deny my claim that the gold-producing coun- 
tries are paying the price for such exchange stability as 
exists. 

Those of you who have examined the minutes of the 
meetings of the Board at which the question was dis- 
cussed will have noticed that the benefit to world-trad- 
ing members of stable rates of exchange was stressed. 
The benefits clearly go to the big world-trading nations. 
The price is paid by the gold producers, which, generally 
speaking, do not fall in this category. Is this the Fund’s 
conception of international cooperation? The Fund is 
presumed to be an international body, trying to keep 
the scales even between its members. Yet the report 
makes a significant admission of the preference which it 
accords to its bigger, at the cost of its smaller, members. 
It states: “At a time when many countries have large 
deficits in their international payments which must be 
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met by inter-governmental grants and credits, and when 
severe exchange and import restrictions are maintained 
to avoid a breakdown in international payments, large 
external transactions in gold at premium prices must 
increase the difficulty of restoring international balance 
and the severity of the exchange and import restrictions 
that are maintained.” The statement may be true, but 
given as a reason for refusing the gold producers the 
price for gold which is obtainable, it amounts to nothing 
less than that the gold producers must pay for the 
benefits that other countries get. It is the large world- 
trading nations who suffer the drawbacks of international 
grants and credits, or of severe exchange and import 
restrictions on their trade, or who gain the advantages 
of inter-governmental grants and credits. The gold- 
producing countries, and South Africa in particular, 
have little or no benefit from these grants, credits, or 
restrictions. Yet they must pay the full price for the 
maintenance of exchange stability, of which gold is the 
one essential element. 

My claim that members are in honor bound to correct 
a serious disequilibrium between the fixed price of gold 
and the inflated prices of commodities stands unchal- 
lenged. So does my claim that at present it is the gold- 
producing members who are bearing the cost of maintain- 
ing the Fund’s policy of relatively stable exchange rates. 
The bulk of the very short report of the Executive 
Board is devoted to my proposal and very little to 
“relevant considerations,” although the Board was fully 
aware of the important part that “relevant considera- 
tions” played in last year’s resolution of the Board of 
Governors. I will not comment on the almost apologetic 
avoidance by the report of any attempt to face the facts 
divulged by the staff report. I shall, however, proceed 
to stress a few outstanding points of that report, which, 
though not yet published, has been made available to 
you all. 

Now please remember, Mr. Chairman, that gold pro- 
ducers are expected to sell their gold to central reserves 
at the fixed price in order that these central reserves 
should be able to use the gold in the interests of the 
maintenance of exchange stability. But what do we 
find? The Fund staff estimates that in 1948 only one 
fifth of the gold that went into private hoards was newly- 
mined gold. The remaining four fifths came from cen- 
tral reserves. While producers were trying to strengthen 
central reserves by selling them their gold at excessively 
low prices, these reserves were actively feeding the 
“black markets.” The effect of the Fund’s policy is that 
of pouring precious water into a sieve. Yet the Execu- 
tive Board sees no reason for departing from this policy. 
The diversion of this gold—which gold-producing coun- 
tries sell at a sacrifice to enable central reserves to 
maintain exchange stability—the diversion of this gold 
by these self-same central reserves to black markets at 








ular, 
3, OF 
- the 
s the 


yrrect 
gold 
:chal- 
gold- 
ntain- 
rates. 
cutive 
tle to 
» fully 
sidera- 
ard of 
logetic 
e facts 
roceed 
which, 
ible to 


ld pro- 
eserves 
eserves 

of the 
do we 
nly one 
; newly- 
om cen- 
engthen 
essively 
ing the 
y is that 
> Execu- 


s policy. 
ng coun- 
erves to 
this gold 
arkets at 








FINANCIAL NEWS SURVEY 


great profit to themselves is well known. There have 
been some big individual transactions. But have the 
great trading nations done anything, where this diversion 
has been within their power, to put a stop to it? In 
many cases the gold must be refined before it can be 
sold. The refineries are an essential link in the progress 
from the mine to the black market. Has anything been 
done by the great trading nations to stop the channeling- 
off of gold into black markets at this easily controlled 
point? I leave my fellow Governors to imagine what 
would be said if the Rand Refinery became one of these 
channels to the black market. 

I have given you, Mr. Chairman, a resumé of facts 
from which I claim that no impartial judge can come to 
any other conclusion than that the policy of the Fund 
leads to active discrimination against South Africa in 
particular and gold producers in general. I wish to 
refer now to the two sentences in the report in which 
the Board refers to “other relevant factors.” They read 
as follows: “The Executive Board has also studied, 
together with many other relevant factors, the question of 
whether there should be a uniform change in the par 
values of all currencies. In its view there is no economic 
justification for recommending such a change to the 
Board of Governors.” No attempt is made to argue the 
case. The Board of Governors is treated as a body that 
should be spoon-fed with digested results, not as a body 
to whom the final decision must be left on a presented 
case, as is expressly provided by the Articles of Agree- 
ment. 

I want now to refer to one other point in the report of 
the Executive Board. The report states that the South 
African proposal “would destroy the basic distinction 
between the supply of gold for monetary purposes and 
the supply for non-monetary purposes.” I wish to deny 
in toto the implication that the gold entering into central 
reserves is the only gold used for monetary purposes. 
All gold used as a store of value, in any form whatever, 
is gold used for monetary purposes. This is a par- 
ticularly important function of gold in a time when 
money is losing its value as a method of storing up the 
savings of the public, on a vaster scale than ever before 
in human history. The right to hold gold is one of 
the few remaining safeguards of the right of the in- 
dividual to have free enjoyment, in safety from per- 
nicious depreciation, of that part of his earnings which 
fiscal authorities leave in his possession. I must strongly 
dissociate myself from the authoritarian ideology which 
is inherent in the sentence from the Board’s report, 
which I have quoted. This is all, Mr. Chairman, that 
I think it necessary to say at this stage. 


September 8, 1950 
World Oil Production 
World oil production is likely to reach a new high 
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level in 1950. Estimated production in the first six 
months of the year was 245.8 million metric tons—15 
million tons more than in the first half of 1949. All the 
principal oil producing regions of the world have shared 
in the increase; the full recovery of U.S. production, 
however, has become apparent only in the last two 
months. Production in the second half of the year may 
therefore be above even the record rate achieved in the 
first six months. 

U.S. domestic oil requirements had risen by 12 per 
cent during the first half of 1949, and total demand for 
U.S. oil increased by 10 per cent. Output, at 5.6 million 
barrels a day, is now nearly one million barrels a day 
higher than a year ago; it is still rising. 

Source: The Economist, London, England, September 
9, 1950. 


Europe 
U.K. Exchange Regulations 


Overseas residents are in future to be allowed to 
switch from sterling securities already held into any 
securities which are quoted on a recognized security 
market anywhere in the sterling area and which are not 
redeemable earlier than ten years from the date of 
purchase. They will also be allowed to use funds in 
blocked sterling accounts in the same way. Hitherto 
it has been possible to switch only into a security of 
the same type and regional group as that originally held 
or into British government securities. It is understood 
that the South African Government is to extend the same 
freedom for the investment of nonresident sterling in the 
Union. This relaxation will be welcomed particularly 
by U.S. residents since it greatly widens the scope of 
investment and should also enable those who wish to 
repatriate their funds to do so at an appreciably better 
rate than has previously obtained. 

Source: The Times, London, England, September 2, 
1950. 


U.K. Wage Policy 


The Trades Union Congress in the United Kingdom 
has passed a resolution calling on its General Council 
to abandon the policy of wage restraint which it has 
consistently supported for 24 years; a proposal to ask 
for an end to compulsory arbitration was, however, 
heavily defeated. The Times points out that, as a result 
of the way in which trade union policy is framed, a 
considerable part of the vote against wage restraint was 
in fact directed not against the present policy but against 
the General Council’s more rigid plan introduced as a 
result of devaluation but later abandoned. Nonetheless, 
there is need for a more positive policy than that hitherto 
pursued. 

Source: The Times, London, England, September 8, 1950. 


88 


U.K. Steel Consumption 


The Iron and Steel Federation has published an analy- 
sis of estimated U.K. steel consumption, as a preliminary 
to the planning of the new development scheme now being 
drawn up by the Federation to meet the estimated demand 
in 1960. Per capita steel consumption rose from about 
409 pounds (ingot equivalent) in 1935 to 642 pounds 
in 1949. Mechanical engineering is now taking more 
than two and two-thirds times the 1935 requirements, 
and electrical engineering more than three times. The 
motor industry also shows a substantial advance, while 
the increase in shipbuilding is rather more than the 
average. 

Source: The Financial Times, London, England, August 
22, 1950. 


Dutch Holdings of Deutsche Marks 


Western Germany and the Netherlands have agreed 
that the credit balances in Deutsche Marks accumulated 
by the latter (see this News Survey, Vol. III, p. 51) are 
to be transferred to EPU for settlement. Of the total 
(equivalent to 320 million guilders or US$84 million), 
an equivalent of US$49 million is to be repaid in 24 
monthly installments, while the remaining US$35 mil- 
lion is to cover any future trade deficits of the Nether- 
lands with Western Germany. If, however, the Nether- 
lands should continue to realize surpluses from her trade 
with Western Germany, the settlement of the Netherlands’ 
claim as well as the claims of Sweden and France (mak- 
ing together a total equivalent to US$130 million) 
against Western Germany will be sought through the 
compensation of possible net trade surpluses of Western 
Germany with the 17 EPU countries. If Western Ger- 
many’s trade with these countries does not show a sur- 
plus, the US$35 million balance of the Western German 
debt to the Netherlands is to be settled by a further 
series of 24 monthly installments, the first of them pay- 
able after two years, so that the Netherlands’ claim will 
be settled within four years. The Netherlands will be 
given an exchange rate guarantee and an interest rate 
of 2 per cent on the outstanding debt. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
August 15, 1950. 


Monetary Developments in Italy 


The increase during August in notes in circulation in 
Italy was greater than seasonal. At the end of that 
month, the circulation of Bank of Italy notes was un- 
officially estimated at 1,081 billion lire, the largest volume 
ever reached. The figure for the end of July was 1,028 
billion lire, and for the end of June 984 billion lire. 
Until the end of July, the monthly variations this year 
had been about the same as in preceding years: circula- 
tion declined until the end of May, as it did in 1949 and 
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1948; in June there was an increase of 1 per cent (0.6 
per cent in 1949); and in July an expansion of 4.5 per 
cent (4.4 per cent in 1949). The seasonal expansion 
in July is related to the financing of the wheat harvest; 
the bulk of the wheat is harvested in July and is im- 
mediately sold to the agency charged with its distribu- 
tion. The Government has to finance this agency until the 
wheat is subsequently resold. 

During August, circulation rose by 5.2 per cent, com- 
pared with an increase of only 0.7 per cent in August 
1949. The greater expansion in 1950 appears to be 
related to the repercussions of the Korean conflict on 
the Italian price structure (see this News Survey, Vol. 
III, p. 79). The main cause of the greater-than-seasonal 
expansion was, however, the heavy advances that the 
Bank of Italy had to make to commercial banks and the 
decline in the deposits that commercial banks have to 
keep with the Bank of Italy as a reserve for their own 
deposits—both changes resulting from the decline in 
deposits of private firms and individuals with commercial 
banks. 

The public sector was not responsible for the expansion 
in note circulation. In July and August, the Treasury 
liquidated its debt with the Bank of Italy by means of 
withdrawals from the counterpart fund. In the mean- 
time, nearly 20 billion lire of new Treasury bonds were 
issued to the public. 


Sources: Agence Economique et Financiére, Paris, 
France, September 6 and 7, 1950. 


Greek Foreign Exchange System 

The Greek Government is reported to have fixed 
22,000 drachmas per U.S. dollar (corresponding to a 
premium of 46.7 per cent) as the minimum rate for 
allocation of foreign exchange for all commodities im- 
ported under the “Drachma Auction Plan.” Under this 
plan, import licenses and the necessary foreign exchange 
for imports of certain luxury or semi-luxury goods are 
auctioned out to the highest bidder. The difference be- 
tween the effective official rate (official rate plus ex- 
change certificate rate) and that resulting from the 
auction system creates a budgetary revenue; the mini- 
mum auction rate has been fixed so as to assure sufi- 
cient funds (estimated at more than 100 billion drachmas 
a year) for the payment of export subsidies. 
Source: Naftemboriki, Athens, Greece, August 21, 1950. 


West German Budget 


The West German Finance Minister has announced 
that the budget for the fiscal year ending March 31, 
1951 has been approved by the Cabinet and will shortly 
be presented to Parliament. Receipts and expenditures 
are expected to be balanced at DM 13 billion (US$3.1 
billion). 
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6 The Finance Minister pointed out that expenditures 
T resulting from the last war account for a large proportion 
n of the budget. In this category he included occupation 
t; costs (DM 4.6 billion), war victims (DM 2.65 billion), 
n- war damage (DM 0.6 billion), and relief for government 
u- employees and former regular soldiers from Eastern Ger- 
he many (DM 0.45 billion). In addition, DM 1.5 billion is 
required for unemployment relief, and DM 0.527 billion 
m- for aid to Western Berlin. There is no provision in the 
ust federal budget for armed forces. 
be Source: New York Herald Tribune, Paris, France, 
on August 30, 1950. 
lol. 
nal Middle East 
the 
the Petroleum Refinery in Egypt 
‘7 The Egyptian Government has allocated US$2.5 mil- 
= lion for the purchase of equipment for the construction 
bine at Suez of a new government refinery with an estimated 
cial capacity to refine 1.4 million tons of oil per year. The 
: present government refinery in Suez has the capacity 
_— of refining 350,000 tons per year. When completed, the 
ay new refinery will save for the Government about US$2 
as of million every year. This saving is expected to reach 
a about US$13 million annually when increased domestic 
were production of oil makes further substitution for imports 
possible. 
Paris, Source: Al Ahram, Cairo, Egypt, August 27, 1950. 
Restriction of Egyptian Cotton Acreage 
The Advisory Council of the Egyptian Ministry of 
fixed Agriculture is to restrict the cotton acreage next year, 
to a to permit an increase in cereal acreage. The decision was 
te for taken as a precautionary measure for securing sufficient 
es im- cereals to meet local needs in an emergency. The Minister 
er this of Agriculture will fix the percentage reduction in cotton 
change acreage, which is expected to be about 27 to 30 per cent. 
ds are Source: The Journal of Commerce, New York, N. Y., 
ase be August 24, 1950. 
lus . Egypt’s Trade Agreements 
- A one-year trade agreement, which is renewable, was 
e mini- : zs . 
a eels signed by Egypt and Syria on August 20. It aims at 
aan strengthening and developing the commercial relations 
between the two countries, and it incorporates the most- 
favored-nation clause. According to the agreement, im- 
1, 1950. ports of each country from the other are for domestic 
consumption and are not to be re-exported. Taxes and 
dues on imports from either country shall not exceed 
nounced Hf those imposed on domestic products of the importing 
arch 31, country. Egypt’s chief exports to Syria will comprise 
shortly § electric bulbs, fezes, buttons, fine cotton yarn, rugs and 
enditures 


carpets, films, records, and some oil products. The prin- 
cipal Syrian exports to Egypt will include live animals, 
fresh and dried fruit and vegetables, nuts, wheat, barley, 
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olive oil, tobacco and tobacco products, goat and kid 
skins, and natural and artificial silk and their products. 

The Council of Ministers in Egypt is also considering 
the signing of a trade agreement with France; and nego- 
tiations are under way with Yugoslavia, Poland, and 
Western Germany. The purpose of the negotiations with 
Poland and Western Germany is to renew the present 
agreements which are expected to end on October 31 and 
December 31, 1950, respectively. 


Sources: Al Ahram, Cairo, Egypt, August 18 and 21, 
1950. 


Inflation in Lebanon 


Following the outbreak of hostilities in Korea, prices 
of both imported and home-produced goods have soared 
in the Lebanese market. The index of wholesale prices 
which in April was 96.3 (January 1950 = 100) rose to 
109.5 in July. To reduce inflationary pressure, the Gov- 
ernment has lifted all restrictions and customs duties on 
wheat imports from all countries, including Syria. More- 
over, appropriations for the Six-Year Development Plan 
have been cut in half. Originally these appropriations 
amounted to LL 82 million (LL 2.20 = US$1). 
Sources: Le Commerce du Levant, Beirut, Lebanon, July 

5 and August 9 and 19, 1950. 


Foreign Trade of Lebanon 


Foreign trade figures of Lebanon for the second 
quarter of 1950—the first full quarter since the termina- 
tion of the Syrian-Lebanese customs union—put imports 
at LL 80.3 million and exports at LL 18.6 million (LL 
2.20 = US$1). Corresponding figures for the entire 
customs union during the first quarter of the year were 
LL 116.8 million for imports and LL 37.6 million for 
exports. These figures seem to indicate that Lebanon 
had been responsible for about 71 per cent of total imports 
and approximately 50 per cent of total exports of the 
customs union. A large proportion of the imports which 
arrived in Beirut during the second quarter of 1950 had, 
however, been ordered before the termination of the 
customs union and have gone to increase Lebanese in- 
ventories. It is therefore likely that future import figures 
will be significantly smaller. 

Source: Le Commerce du Levant, Beirut, Lebanon, Au- 
gust 19, 1950. 


Turkish Banking Statistics 


Between the end of 1948 and the end of 1949, total 
deposit liabilities of the banks operating in Turkey de- 
clined LT 10 million, to LT 986 million, while loans and 
investments increased 15 per cent, to LT 2,059 million 
(LT 2.80 = US$1). The decline in deposits was accom- 
panied by a shift from demand into savings deposits. 
Both the shift and the decline are attributed to the effects 
of the new income tax law under which interest earnings 
from deposits are subject to tax, excluding interest earned 
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from savings deposits under LT 200. Funds for increased 
loans and investments came partially from capital and 
reserves which increased from LT 464 million to LT 592 
million, and partially from commitments amounting to 
LT 481 million, of which 80 per cent were with the Cen- 
tral Bank of Turkey. 

Sources: Ulus, Ankara, Turkey, August 3 and 10, 1950. 


Import Policy Changes in Iraq 

Hitherto goods imported into Iraq from scarce-cur- 
rency countries for which no foreign exchange had to 
be paid have been refused release from the customs 
house. As no foreign exchange has to be released against 
such goods and they are liable to deterioration, the 
Minister of Finance has requested the High Supply Com- 
mittee to allow, up to an unspecified date, the clearance 
of merchandise of scarce-currency-country origin, for 
which no foreign exchange payment is required, ir- 
respective of the date of arrival in Iraq. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., August 28, 1950. 


Iranian Seven-Year Plan 


The following projects have been approved and the 
necessary credits allocated by Iran’s Seven-Year Plan 
organization: the rehabilitation of two ports on the 
Persian Gulf, Bandar Abbas and Chahbahar; the estab- 
lishment of a money-order service by the post-office; 
completion of the Azna-Isfahan railway; and the building 
of modern warehouses in the port of Khoramshahr. 
Several other projects, at an expenditure equivalent to 
US$1.7 million, have also been approved. 

Source: Ettéla’at, Teheran, Iran, September 6, 1950. 


Far East 
Indian Electrical Production 


The production of electricity in areas now comprising 
the Indian Union increased from 2,440 million kilowatt 
hours in 1939 to over 4,900 million in 1949. There has 
been marked progress in rural electrification. Nearly 
two thirds of the electricity sold in the country in 1949 
was consumed by industry. 

Source: The Times of India, Bombay, India, August 21, 
1950. 


Indonesia’s Budget 

The Ministry of Finance in Indonesia recently indi- 
cated that the Government’s budget for 1950 will show 
a deficit of 1.4 billion guilders instead of the 3.9 billion 


guilders that had been estimated earlier. The smaller 
deficit is a result of (1) the exchange certificate system 
instituted on March 13, which yields the equivalent of a 
33 per cent tax on foreign exchange purchases, and (2) 
the currency revaluation of March 19, which required 
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that half of the currency notes and deposits be invested 
in government bonds. The funds so acquired have been 
used to reduce the deficit. No revenue from a turn- 
over, or sales, tax is included in the budget, since the 
Government has decided that the introduction of such 
a tax is not advisable. 
Source: Information Office of the Republic of Indonesia, 
Report on Indonesia, New York, N.Y., August 
30, 1950. 


Indonesian Imports 


The Government of Indonesia has announced that $20 
million of the $100 million credit granted recently by 
the Export-Import Bank has been allocated for pur- 
chases of automotive equipment, especially trucks, buses, 
and spare parts. An additional $2.1 million is allocated 
for road-building equipment. 

Following the improvement in the foreign exchange 
position and with a view to relieving the supply situation 
and lowering domestic prices, Indonesia has increased 
its list of commodities which can be imported free of 
quantitative quotas. The items added to the free list 
include chemicals, nonferrous metals, fertilizers, cement, 
basic textiles, housing construction materials, linseed 
and turpentine oils, aluminum powder, etc. 

Source: The Bureau of National Affairs, Inc., Inter. 
national Trade Reporter’s Survey and Analysis, 
Washington, D.C., September 1, 1950. 


United States and Canada 


Credit and Export Controls in U.S. 


Under authority granted to it by the Defense Produc- 
tion Act of 1950, the Board of Governors of the Federal 


STAFF PAPERS 


The second number of Volume I of Staff Papers is 
now in preparation. Publication is planned for late 
September. The Pe have been written by mem- 
bers of the Fund staff, but they do not necessarily 
express the policy or views of the Fund, its Execu- 
tive Board, or its officials. 

Contents of Volume I, Number 2 
Inflation in Latin America...... J. Keith Horsefield 
The Soviet Price System and the Ruble 

Exchange Rate Marcin R. Wyczalkowski 
Some Economic Aspects of Multiple 

Exchange Rates E. M. Bernstein 
Immediate Effects of Devaluation on Prices 

of Raw Materials Barend A. de Vries 
Balances of Payments and Domestic Flow 

of Income and Expenditures........ S. C. Tsiang 
The Currency, Banking, and Exchange 

System of Thailand................ B. R. Shenoy 


Volume I will consist of 3 issues. Subscription, 
US$3.50 or approximately —_——~ price in cur- 
rencies of most countries. Single issue, US$1.50. 
Subscriptions and inquiries should be sent to 


The Secretary 
INTERNATIONAL MONETARY FUND 
1818 H St., N.W. Washington 25, D. C. 
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rested Reserve System re-instituted controls over consumer 

been credit on September 8, to become effective September 18. 

turn- Under the new regulations, future purchasers of auto- 

ve the mobiles will be required to make a down payment equal 

- such to one third of the purchase price and to complete pay- 

ments within 21 months. Down payments of 15 per cent 

nesia, will be required for electrical household equipment, such 

\ugust as stoves, refrigerators, radios, and television sets, and 

payment must be completed within 18 months. Household 

furniture will require a 10 per cent down payment and 

full payment within 18 months. Repairs, alterations, or 

at $20 improvements upon residential property will also require 

itly by a down payment of 10 per cent and full payment within 

yr pur- 30 months. Previous controls over consumer credit 

- buses, buying were terminated on June 30, 1949, when the 
located Board’s temporary regulatory authority expired. 

In preparation for limiting exports of strategic ma- 
change J terials needed for defense, the U.S. Department of Com- 
‘tuation | merce recently announced the imposition of export con- 
‘creased ff trols on all major types of iron and steel products and on 
free of | Taw cotton and cotton linters. Exporters of these com- 
free list § modities will require licenses to ship them to any country 
cement, § except Canada, effective September 8 for cotton and 

linseed | October 1 for iron and steel products. 
Sources: Department of Commerce, Press Release, Wash- 
.» Inter- ington, D.C., September 7, 1950; The Journal 
Analysis, of Commerce, September 11, 1950, and The 
Wall Street Journal, September 11, 1950, New 
York, N.Y. 
; U.S. Employment 

Employment in the United States reached 62.4 million 
> Produc: persons in early August, according to an estimate of the 
e Federal 





Department of Commerce. This figure was one million 
above that of July and 750,000 above the previous record 
of July 1948. Most of the increase in August was in 
factory employment; farm employment actually declined 
slightly below July levels. Commenting upon the rise 
in employment, the Department noted that, while part of 
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J onwed it was due to expanded activity as a result of the war 
in Korea, some of the increase reflected expansion in 
efield nondefense industries. 

7 Unemployment declined more than seasonally from 3.2 

Ikowski million in July to 2.5 million in August; this is the 

ernstein lowest figure since early 1949. The number of persons 

le Vries out of work four months or longer has been steadily 
; declining in recent months, from 1,250,000 in April to 

 Talang 550,000 in August. 

. Shenoy Source: The Wall Street Journal, New York, N.Y., 

oo September 2, 1950. 

US$1.50. 

” Canadian Emergency Budget Proposals 

IND The Canadian Government’s emergency tax proposals 

25, D. C. 





for the balance of the present fiscal year include an in- 
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crease of 5 per cent in corporation income taxes retro- 
active to September 1, and increases in excise taxes 
ranging from 5 per cent to 15 per cent on a list of con- 
sumers’ goods which include liquor, automobiles, house- 
hold appliances, motorcycles, and sporting goods. It is 
estimated that these tax increases will increase revenue 
by $59 million; this, together with an increase of $180 
million in the estimated yield on existing taxes, will about 
cover the proposed addition of $244 million to defense 
expenditures. With the new taxes, total budgetary reve- 
nues in the current fiscal year are estimated at $2,669 
million, while expenditures would be about $2,654 mil- 
lion, leaving a surplus of about $15 million. (All figures 
are in Canadian dollars.) 

The Finance Minister, when presenting the proposals, 
stated that increases in personal income taxes and over- 
all price ceilings are not planned at this time, but that 
other anti-inflationary measures are under way; these 
measures include restrictions on lending by the Central 
Mortgage and Housing Corporation, reductions in the 
size of bank loans under the Farm Improvement Loans 
Act, limitations on installment buying, standby powers 
to direct the production and distribution of essential 
materials, and the postponement of many federal public 
works projects. 

Source: The Globe and Mail, Toronto, Canada, September 
8, 1950. 


Latin America 


Banana Exports of Guatemala 


Guatemala’s banana exports in the first six months of 
1950 were 3.4 million stems, compared with 3.9 million in 
the first six months of 1949 and 6.7 million in the first 
half of 1948. An earlier forecast of exports of 9 million 
stems in 1950 has now been revised downward to 7.5 
million stems. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., August 28, 1950. 
Costa Rica’s Foreign Trade 


The Costa Rican Central Bank estimates that $30 
million worth of imports can be paid for out of official 
rate foreign exchange during 1950, whereas estimates 
from other sources indicate that the value of exports for 
the year may possibly be $10 million over the 1949 figure 
of $30 million. However, it is said that the payment of 
arrears will only start with the incoming receipts of the 
1950-51 coffee crop. 

Source: Department of Commerce, Foreign Commerce 
Weekly, Washington, D.C., August 28, 1950. 
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Crude Petroleum Output in Venezuela 


Venezuelan production of crude petroleum averaged 
1.57 million barrels per day in June and 1.53 million 
barrels per day in July, bringing the average daily 
production for the first seven months of 1950 to 1.42 
million barrels. The previous record production was 
1.33 million barrels per day in 1948. Average production 
for 1950 is estimated at about 1.50 million barrels 
per day. 

Source: El Universal, Caracas, Venezuela, August 18, 
1950. 


Colombian Import Quotas 


The Regulation of July 14, 1950 of the Colombian 
Office of Exchange Control, which permits the immediate 
import of materials in critical supply (see this News 
Survey, Vol. III, p. 71), contains a list of several hundred 
industrial raw materials which may be licensed for im- 
portation if credit has been arranged to cover a period 
from one to seven years. This means that it will be 
possible to license the importation of raw materials 
ranging from 20 to 100 per cent of the basic industrial 
quota. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., August 28, 1950, 


Brazilian Regulations on Import Licenses 


Under new regulations of the Brazilian Foreign Trade 
Consultative Commission, import licenses will be granted 
on the basis of imports in the years 1946-49. New 
companies in the import trade will be allowed greater 
participation. Firms with no pattern of imports in 1946- 
48 will have their import quotas based on the year 1949 
if they can prove their legal existence and their operations 
in that year as importers. Firms established before July 
31, 1950 but with no tradition as importers may also be 
granted import licenses for specific commodities con- 
sidered to be in the national interest; these firms may 
present themselves as exclusive representatives of products 
of German, Austrian, Italian, Japanese, Czechoslovak, or 
Yugoslav origin. Exclusive representative firms estab- 
lished prior to July 31, 1950 will receive quotas from the 
Export-Import Board based on the essentiality of the 
products and the availability of exchange. An importer 
who imported in 1946-48 and whose operations have 
declined 50 per cent as a result of official controls is 
assured the right to change his import licenses in accord- 
ance with a plan that must have the prior approval of 
the control board. 


Sources: The Journal of Commerce, New York, N.Y., 
September 7, 1950; Department of Commerce, 
Foreign Commerce Weekly, Washington, D.C., 
September 11, 1950. 
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Import Controls in Uruguay 

The partial relaxation of import controls in Uruguay, 
initiated on July 20 (see this News Survey, Vol. III, p. 
56) has been carried one step further. On August 8 the 
Uruguayan press announced elimination of prior permits 
for imports of certain essential merchandise from the 
United States, such as iron wire, barbed wire, steel wire, 
iron bars and sheets, structural iron shapes, metal laths, 
wire nails, pig iron, iron plates, etc. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., September 11, 1950. 


Fund Executive Directors 


At the Fifth Annual Meeting of the Fund being held 
in Paris, the following executive directors have been 
elected to represent the countries indicated: 

Ernest de Selliers (Belgium): Belgium, Denmark, 
Finland, Luxembourg 

Ahmed Zaki Bey Saad (Egypt): Pakistan, Egypt, Iran, 
Philippine Republic, Iraq, Syria, Ethiopia, Lebanon 

J. W. Beyen (Netherlands): Netherlands, Norway 

Louis Rasminsky (Canada): Canada, Iceland 

Leslie Melville (Australia): Australia, Union of South 
Africa 

Guido Carli (Italy): Italy, Austria, Greece 

Nenad Popovic (Yugoslavia): “Yugoslavia, Turkey, 
Ceylon, Thailand 

Octavio Paranagua (Brazil): Brazil, Chile, Peru, 
Uruguay, Bolivia, Dominican Republic, Paraguay, 
Nicaragua, Honduras 

Raul Martinez-Ostos (Mexico): Mexico, Colombia, 
Cuba, Venezuela, Costa Rica, Ecuador, Guatemala, El 
Salvador, Panama 


Corrigendum 


Vol. III, No. 9, September 1, 1950, item “Effects of 
Revaluation of French Gold Reserves,” line 8, should 
read “. . . of which 9.3 billion was collateral for the 
loan with American banks.” 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the 
end of each note, Explanatory material may be 
added, but no Fund editorial comment or opinion. 
Therefore any views expressed are taken from the 
sources quoted and are not necessarily those of the 
Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 

The Secretary 
INTERNATIONAL MONETARY FUND 


1818 H Street, N.W. Washington 25, D. C. 
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